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EXWGXHWRWKHIDFWWKDWIDPLO\EXVLQHVVHVLQYROYHWKUHHRYHUODSSLQJHOHPHQWVWKHIDPLO\WKHEXVLQHVVDQGWKHRZQHUVKLSWKH\
DUHGLIIHUHQWIURPRWKHUW\SHVRIEXVLQHVVHV,Q(XURSHWKHIDPLO\EXVLQHVVVHFWRULVGRPLQDWHGE\SDUWLFXODUO\PLFURHQWHUSULVHV
ZLWK OHVV WKDQ  HPSOR\HHV DQG 60(V$FURVV (XURSH DURXQG  RI DOO HQWHUSULVHV DUH IDPLO\ EXVLQHVVHV 7KH FXUUHQW
ILQDQFLDOFULVLVKDVLQIOXHQFHGQHJDWLYHO\WKHPDMRULW\RIEXVLQHVVDFWLYLWLHVDQGPDQ\IDPLO\EXVLQHVVHVIRXQGWKHPVHOYHVLQD
QHZWXUEXOHQWILQDQFLDOHQYLURQPHQWZKHUHXQFHUWDLQW\GRPLQDWHVDQGWKHPDUNHWFKDUDFWHULVWLFVDUHUDGLFDOO\UHYHUVHG
7KLVSDSHUUHFRJQL]HVWKHLPSRUWDQFHRIIDPLO\EXVLQHVVHVLQERWKWKH)LQQLVKDQGWKH*UHHNHFRQRP\DQGWKHQHHGIRULQGHSWK
UHVHDUFK DERXW WKH G\QDPLFV RI IDPLO\ EXVLQHVVHV WKH GLIILFXOWLHV WKH\ IDFH VWUDWHJ\ VXFFHVVLRQ LQWHUQDO FRQIOLFWV HWF DQG
IDFWRUVLQIOXHQFLQJWKHLUVXUYLYDOHQGXUDQFHDQGVXVWDLQDELOLW\'HVSLWHWKHGLIIHUHQFHVLQHFRQRPLFVWUXFWXUHDQGFXOWXUHERWK
)LQODQGDQG*UHHFHDUHVPDOOFRXQWULHVLQWKHRXWVNLUWVRI(XURSHZLWKDKLJKSHUFHQWDJHRIIDPLO\EXVLQHVVHV)LQODQGFRXQWVRQ
DKLJKO\ LQGXVWULDOL]HGPDQXIDFWXULQJVHFWRUDQG LVRQHRI WKHHFRQRPLFDOO\DQGSROLWLFDOO\PRVW VWDEOHFRXQWULHV LQ WKHZRUOG
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SDSHU GHVFULEHV PDLQO\ WKH UHVXOWV RI D TXDOLWDWLYH VWXG\ FDUULHG RXW LQ  IDPLO\ EXVLQHVVHV LQ WKH 1RUWKZHVWHUQ SDUW RI
7KHVVDORQLNL*UHHFH7KHDLPVRI WKH VWXG\ZHUH WR UHFRUG WKHQHZFRQGLWLRQV WKDWSUHYDLO FRQFHUQLQJEXVLQHVVRSHUDWLRQV LQ
IDPLO\EXVLQHVVHV7KHPDLQILQGLQJVIURPRXUVWXG\VKRZWKDWIDPLO\EXVLQHVVHVFDQFRPELQHVHQWLPHQWVZLWKEXVLQHVVGH[WHULW\
DQGFUHDWHXQLTXHG\QDPLFVWRZDUGVEXVLQHVVGHFLVLRQV7KHILQDQFLDOFULVLVFDQEHSHUFHLYHGDVSXVKHGRSSRUWXQLW\LQPDQ\
IXQFWLRQDO DUHDV RI WKH EXVLQHVV IRU UHIRUPDWLRQ WRZDUGV EXVLQHVV VXVWDLQDELOLW\ DQG WKH FUHDWLRQ RI FRPSHWLWLYH DGYDQWDJH ,W
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FRQYHUWVLQWRDFDXVHRIUHRUJDQL]DWLRQRIEXVLQHVVSODQVDQGKHOSVWKHFRPSDQ\WRDGRSWPRUHIRUPDOPDQDJHPHQWSURFHGXUHV
IRUGHFLVLRQPDNLQJ7KHFRPELQDWLRQRIHPRWLRQZLWKHQWUHSUHQHXUVKLSDOVREULQJVIDPLO\PHPEHUVDURXQGDFRPPRQJRDORI
VXUYLYDODQGGXHWRWKHWZRVHSDUDWHV\VWHPVRI³IDPLO\´DQG³EXVLQHVV´UHVXOWLQJLQDG\QDPLFJURZWKLQWKHPLGGOHRIWKHFULVLV
7KHDGRSWLRQRIDOHDQDQGIOH[LEOHEXGJHWLVDQLPSRUWDQWSDUDPHWHULQUHVSRQGLQJWRWKHILQDQFLDOFULVLV)DPLO\ILUPVKDYHWKH
DGYDQWDJHRIEHLQJPRWLYDWHGDQGVXSSRUWHGE\DOOIDPLO\PHPEHUVZKRDUHLQYROYHGLQWKHIDPLO\EXVLQHVVHJZLOOLQJQHVVWR
ZRUN ORQJ GD\V XQGHU GLIILFXOW FRQGLWLRQVZLWK OLPLWHGO\ UHZDUGVZKLOH LQ QRQIDPLO\ EXVLQHVVHV VXFK FRPPLWPHQW LVPRUH
GLIILFXOW WRREWDLQ2WKHU LQFHQWLYHVIRUVXUYLYLQJ WKHILQDQFLDOFULVLVFDQEHFRQWULEXWHGWRWKHFRQVLGHUDEOHFRQVHTXHQFH WKDWD
IDLOXUHRIDIDPLO\EXVLQHVVPD\KDYHRQWKHOHDGHUWKHUHLVDKLJKULVNUHJDUGLQJWKHIDPLO\SURSHUW\QHJDWLYHSXEOLFLW\RIWKH
IDPLO\¶VQDPHDQGWKHVHQVHRIFDQFHOODWLRQRIWKHIDPLO\¶VOHJDF\0DQDJHUVRIDQRQIDPLO\EXVLQHVVGRQRWHQFRXQWHUVXFK
SUHVVXUHV
7KH$XWKRUV3XEOLVKHGE\(OVHYLHU%9
6HOHFWLRQDQGSHHUUHYLHZXQGHUUHVSRQVLELOLW\RI.DYDOD,QVWLWXWHRI7HFKQRORJ\'HSDUWPHQWRI$FFRXQWDQF\*UHHFH
.H\ZRUGV)DPLO\EXVLQHVV*UHHFH)LQODQG)LQDQFLDO&ULFLV
,QWURGXFWLRQ
1XPHURXV DWWHPSWV KDYH EHHQ PDGH WR DUWLFXODWH FRQFHSWXDO DQG RSHUDWLRQDO GHILQLWLRQV RI IDPLO\ EXVLQHVVHV
0RVWHIIRUWVKDYHIRFXVHGRQGHILQLQJIDPLO\EXVLQHVVHVLQWHUPVRIGLVWLQJXLVKLQJWKHPIURPQRQIDPLO\EXVLQHVVHV
DQGVHHPWRUHYROYHDURXQGWKHUROHRIWKHIDPLO\LQWKHYLVLRQRIWKHILUPWKHUHVRXUFHVDQGFDSDELOLWLHVDVZHOODV
FRQWUROPHFKDQLVPV XVHG LQ WKH ILUP &KULVPDQ HW DO +DEEHUVRQ HW DO  ,Q WKLV SDSHUZH DGRSW WKH
GHILQLWLRQE\7KH3ULFH:DWHU+RXVH&RRSHUVDUWLFXODWLQJWKDWIDPLO\EXVLQHVVHVDUHµWKRVHFRPSDQLHVLQZKLFK
DWOHDVWRIWKHVKDUHVDUHKHOGE\DIDPLO\RUUHODWHGIDPLOLHVWKHIDPLO\PHPEHUVFRPSULVHWKHPDMRULW\RIWKH
VHQLRUPDQDJHPHQWWHDPDQGWKHRZQHUVKDYHGD\WRGD\UHVSRQVLELOLW\IRUWKHPDQDJHPHQWRIWKHEXVLQHVV¶
$FFRUGLQJWRWKH(XURSHDQ&RPPLVVLRQ60(VFRXQWIRUDWRWDORISHUFHQWRIDOOHQWHUSULVHVSURYLGLQJ
DWRWDORIPLOOLRQMREVLQGLYHUVHILHOGV,Q(XURSHDERXWRIDOOHQWHUSULVHVDUHIDPLO\EXVLQHVVHVFRYHULQJ
HPSOR\PHQWDURXQG0DQGO,Q(XURSHPRVWRIWKHIDPLO\EXVLQHVVHVDUH60(VRUPLFURHQWHUSULVHV
ZLWKOHVVWKDQHPSOR\HHVRSHUDWLQJLQWUDGLWLRQDODQGODERULQWHQVLYHVHFWRUV+RZHYHUUHFHQWO\DVKLIW WRZDUGV
PRUHFRQWHPSRUDU\ILHOGVLVWDNLQJSODFH
$OWKRXJK VPDOOQHVV PD\ EH D EHQHILW LQ VRPH DVSHFWV RQ WKH EXVLQHVV OHYHO LW PD\ KDYH VRPH GRZQVLGHV
SDUWLFXODUO\ RQ WKH SUDFWLFDO GD\ WR GD\ OHYHO VXFK DV NHHSLQJ XS WR GDWH ZLWK OHJLVODWLRQPDQDJHPHQW LVVXHV RU
LQIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJLHV WR QDPHD IHZ ,Q DGGLWLRQ WKRVH60(V WKDW LGHQWLI\ WKHPVHOYHV DV
IDPLO\EXVLQHVVHVDOVRKDYHWRILJKWZLWKDVHWRILVVXHVVWHPPLQJIURPIDPLO\QHWZRUNVDQGUHODWLRQVKLSV
,QWKLVSDSHUZHDOVRDQDO\]HWKHUROHRIWKHIDPLO\EXVLQHVVHVLQWLPHVRIFULVHVE\SUHVHQWLQJTXDOLWDWLYHUHVXOWV
IURP*UHHNIDPLO\EXVLQHVVHVDQGDUJXLQJWKDWIDPLO\FRPSDQLHVSHUIRUPEHWWHUGXULQJWKHJOREDOILQDQFLDOFULVLV
GXH WR LQEXLOW FRSLQJ PHFKDQLVPV FRPELQDWLRQ RI HPRWLRQ ZLWK HQWUHSUHQHXUVKLS DURXQG D FRPPRQ JRDO WKDW
FUHDWHVDG\QDPLFJURZWKLQWKHPLGGOHRIWKHFULVLVZKLFKOHDGVWRUHRUJDQL]DWLRQRIVWUXFWXUHVDQGEXVLQHVVSODQV
6R IDUPRVW VWXGLHVRQ IDPLO\EXVLQHVVHVDUHFDUULHGRXW LQGHYHORSHGFRXQWULHVZLWK VWDEOHHFRQRP\ 7KLVSDSHU
FRQFHQWUDWHV RQ KRZ IDPLO\ EXVLQHVVHV GHYHORS DQG HYROYH LQ DQ XQVWDEOH HQWUHSUHQHXULDO HQYLURQPHQW VXFK DV
*UHHFH7KHRXWFRPHRIRXUVWXG\LVOLNHO\WRSOD\DQLPSRUWDQWUROHIRUIDPLO\EXVLQHVVHVLQRWKHUFRXQWULHVWKDWDUH
LQIOXHQFHGE\ WKHHFRQRPLFFULVHV'XH WR WKH IDFW WKDW WKHFRQWULEXWLRQRI WKH IDPLO\EXVLQHVVHV WR WKHHFRQRPLF
GHYHORSPHQW LV VLJQLILFDQW WKH XQGHUVWDQGLQJ DQG DSSUHFLDWLRQ RI WKH DWWLWXGHV RI IDPLO\ EXVLQHVVHV LQ GLIIHUHQW
HQYLURQPHQWVLVLPSRUWDQW
7KH UHVW RI WKLV SDSHU ZLOO SURFHHG DV IROORZ )LUVW ZH VXPPDUL]H WKH IDPLO\EXVLQHVVRZQHUVKLS GLOHPPD
IROORZHGE\DGLVFXVVLRQRIPDLQFKDUDFWHULVWLFVRIIDPLO\EXVLQHVVHV8QLTXHFKDUDFWHULVWLFVRIIDPLO\EXVLQHVVHVLQ
WLPHVRIFULVHVDUHGLVFXVVHGDQGRXUFURVVFXOWXUDOVWXG\EHWZHHQ*UHHFHDQG)LQODQGLVSUHVHQWHGVWDUWLQJZLWKWKH
UHVHDUFKPHWKRGRORJ\DFRPSDULVRQEHWZHHQ)LQODQGDQG*UHHFHLQWKHFRQWH[WRIIDPLO\EXVLQHVVHVDQGVRPHHDUO\
UHVXOWV IURP LQWHUYLHZV FDUULHG RXW LQ ERWK FRXQWULHV )LQDOO\ ZH FRQFOXGH E\ VXPPDUL]LQJ WKH LVVXHV UDLVHG E\
RXWOLQLQJIXUWKHUZRUN
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)DPLO\%XVLQHVV2ZQHUVKLS'LOHPPD
7KHIDPLO\EXVLQHVVHVLQYROYHWKUHHRYHUODSSLQJHOHPHQWVWKDWPDNHWKHPGLIIHUHQWIURPRWKHUW\SHVRIEXVLQHVV
QDPHO\WKHIDPLO\WKHEXVLQHVVDQGWKHRZQHUVKLS7DTLXULDQG'DYLV)DPLOLHVVSHQGDJUHDWGHDORIWLPH
DQGPRQH\WU\LQJWRVRUWRXWTXHVWLRQVRIIDPLO\JRYHUQDQFHDQGRZQHUVKLSVWUXFWXUHV
)LJLPSOLHVWKH IROORZLQJSULQFLSOHV(DFKVHJPHQWUHSUHVHQWVD IDPLO\PHPEHUZLWKDVWDNHLQWHUHVW LQWKH
IDPLO\EXVLQHVVDQGDSRLQWRIYLHZDERXWZKDW VKRXOGEHKDSSHQLQJ%\RWKHUZRUGV DQ\ LQGLYLGXDO LQD IDPLO\
EXVLQHVVV\VWHPIDOOVLQRQHRIWKHVHYHQVHFWRUVFUHDWHGE\WKHWKUHHFLUFOHVRIFRUSRUDWHJRYHUQDQFH





  

 






)LJ,QWHUUHODWLRQVKLSVLQ)DPLO\%XVLQHVVHV7DTLXULDQG'DYLV

7KHGLIIHUHQWVHJPHQWVIURPWRFDQEHH[SODLQHGDVIROORZV
)DPLO\PDQDJHPHQWDQGGHFLVLRQPDNLQJ6HL]LQJRSSRUWXQLWLHVDUHRIWHQSURYLGHGDPRQJIDPLO\PHPEHUVDV
VKDUHKROGHUV([WHUQDOLQYHVWRUVDUHLQGLYLGXDOVDQGLQVWLWXWLRQVZKRRZQSDUWRIWKHEXVLQHVVEXWZKRGRQRWZRUN
ZLWKLQ WKHEXVLQHVVDQGDUHQHLWKHUPHPEHUVRI WKH IDPLO\([DPSOHVRIH[WHUQDO LQYHVWRUVDUHYHQWXUHFDSLWDOLVWV
EDQNVDQGRUEXVLQHVVDQJHOV7KH\DUHLQWHUHVWHGLQUHWXUQRQWKHLULQYHVWPHQWDQGRIWHQH[SHFWEXVLQHVVGHFLVLRQVWR
EHFOHDUO\VHSDUDWHGIURPIDPLO\G\QDPLFV
0DQDJHPHQWDQGHPSOR\HHVDUHQHLWKHURZQHUVQRUIDPLO\PHPEHUV7KH\DUHFRQFHUQHGZLWKFDUHHUSURVSHFWV
DQGMREVHFXULW\0DQ\IDPLO\EXVLQHVVHVUHFRJQL]HWKHSUREOHPVRIUHFUXLWLQJDQGUHWDLQLQJWKHEHVWHPSOR\HHVEXW
PDQ\ WLPHVDFRQIOLFW FDQDULVHDQG WKHEXVLQHVVPD\EHRYHUORRNHG LQ IDYRURI LUUDWLRQDO DQGHPRWLRQDOGHFLVLRQ
PDNLQJ2SSRUWXQLW\HPHUJHQFHFDQEHVXGGHQDQGLQWXLWLYHDQGGHFLVLRQPDNLQJLQWKHRSSRUWXQLW\VHL]LQJSURFHVV
LVRIWHQEDVHGRQLQGLYLGXDOGHFLVLRQPDNLQJ
2ZQHUV DVPDQDJHUV )DPLO\ ILUPV DUH LQ JHQHUDO QRW JURZWK RULHQWHG EXW LQQRYDWLYH DQG IOH[LEOH*HQHUDO
PDQDJHPHQW FDQ FUHDWH FRQVHUYDWLYH WKLQNLQJ DQG EHKDYLRUDO SDWWHUQV WKDW SUHYHQWV RSSRUWXQLW\ UHFRJQLWLRQ
&RUEHWWDDQG6DOYDWR*DOOR.RLUDQHQ6RPHWLPHVVKDUHVRUHTXLW\OLQNHGUHZDUGVDUHJLYHQLQ
UHWXUQ IRU UHFUXLWLQJ DQG UHWDLQLQJ NH\ QRQIDPLO\ HPSOR\HHV +RZHYHU WKHVH DUH XVXDOO\ VPDOO VWDNHV VWULFWO\
FRQWUROOHGDQGQRWHDV\WRUHDOL]H
,QDFWLYHRZQHUV7KHRZQHUVKLSRID IDPLO\EXVLQHVVWKDWVXUYLYHVWKH ILUVWJHQHUDWLRQRIWHQVXFFHHGVIURPD
FRQWUROOLQJRZQHUWRIDPLO\PHPEHUVZKRGRQRWZRUNLQWKHEXVLQHVV7KHLULQWHUHVWVWHQGWREHDFRPELQDWLRQRI
WKHH[SHFWDWLRQVRIH[WHUQDOLQYHVWRUVEOHQGHGE\DVHQVHRIIDPLO\UHVSRQVLELOLWLHV
)DPLO\(YHU\PHPEHURIDEXVLQHVVIDPLO\KDVDQLQYHVWPHQWLQWKHIDPLO\EXVLQHVVZKHWKHURUQRWWKH\DUH
DFWLYHO\LQYROYHGLQRZQHUVKLSRUHPSOR\PHQW/RQJWHUPWUXVWDQGOR\DOW\LQIDPLO\EXVLQHVVHVDUHFKDUDFWHULVWLFV
RIIDPLO\ILUPVVXFKDVµUHVSRQVLEOHRZQHUVKLS¶DQGµLQWHUHVWLQVRFLDOEHKDYLRU¶FDQLQFUHDVHFKRLFHRIYDOXHDGGHG
RSSRUWXQLWLHV
)DPLO\HPSOR\HHV)DPLO\PHPEHUVZKRZRUNLQWKHEXVLQHVVEXWGRQRWRZQVKDUHVZLOOEHFRQFHUQHGZLWK
FDUHHU GHYHORSPHQW7KH IDPLO\ HPSOR\HHV
 GHFLVLRQ WR JURZ WKHEXVLQHVVPD\EH WHPSHUHGE\ WKH IDFW WKDW WKHLU
HIIRUWVZLOOEHQHILWWKHSDVVLYHRZQHUVUHODWLYHV7KHVHIHHOLQJVDUHVRPHWLPHVFDXVHGE\DEOXUULQJRIWKHGLVWLQFWLRQ
EHWZHHQUHZDUGVIRUHPSOR\PHQWDQGUHWXUQRQLQYHVWPHQW


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7KHFRQWUROOLQJRZQHU6RPHRQHZKRRZQVDEXVLQHVVRFFXSLHVDVHQLRUUROHLQPDQDJHPHQWDQGWKHIDPLO\
ZLOO IDFHPDQ\ FRQIOLFWLQJ FKRLFHV GXULQJ WKHLU EXVLQHVV DQGSULYDWH OLIH HVSHFLDOO\ZKHQ LW FRPHV WR VXFFHVVLRQ
1HZ JHQHUDWLRQ RI WKH IDPLO\ EXVLQHVV HQWUHSUHQHXUV FDQ EH LQWHUHVWHG LQ RSSRUWXQLW\ HVWLPDWLQJ DQG RSSRUWXQLW\
VHL]LQJWRFRPSHWHDWWKHPDUNHWV&RUEHWWDDQG6DOYDWR*DOOR.RLUDQHQ
'HVSLWH WKH IDFW WKDW IDPLO\ EXVLQHVVHV FRQWULEXWH VLJQLILFDQWO\ WR HFRQRPLF DFWLYLW\ DQG HPSOR\PHQW
FRPSDUDWLYHO\ OLWWOH UHVHDUFK KDV EHHQ FDUULHG RXW WR LGHQWLI\ WKH QHHGV DVSLUDWLRQV DQG FKDOOHQJHV RI (XURSHDQ
IDPLO\EXVLQHVVHV
0DLQ&KDUDFWHULVWLFVRI)DPLO\%XVLQHVVHV
$OWKRXJKPDQ\ RI WKH FKDOOHQJHV IDFLQJ IDPLO\ EXVLQHVVHV DOVR FRQFHUQ 60(V LQ JHQHUDO VRPH DIIHFW IDPLO\
ILUPV PRUH VSHFLILFDOO\ DQG RWKHUV DUH H[FOXVLYH WR WKH IDPLO\ EXVLQHVVHV 6RPH FKDOOHQJHV VWHP IURP WKH
HQYLURQPHQWLQZKLFKWKHILUPVRSHUDWHLQKHULWDQFHWD[DWLRQHWFRWKHUVDUHFRQQHFWHGWRWKHIDPLO\ILUP¶VLQWHUQDO
PDWWHUV VXFK DV EDODQFLQJ WKHEXVLQHVV IDPLO\ DQGRZQHUVKLS DVSHFWV VXFFHVVLRQ DQG LQWHUQDO FRQIOLFWV EHWZHHQ
IDPLO\ PHPEHUV DQG DVFHUWDLQLQJ SURIHVVLRQDO EXVLQHVV PDQDJHPHQW )DPLO\ EXVLQHVVHV FRPSDUHG WR RWKHU
EXVLQHVVHV DUH FKDUDFWHUL]HG E\ WZR G\QDPLF DQG VRPHWLPHV FRQIOLFWLQJ UHIHUHQFH V\VWHPV  WKH IDPLO\ WKH
HPRWLRQDO DQG WKHFRPSDQ\ WKHSURIHVVLRQDO3ULYDWHDQGSHUVRQDO LQWHUHVWVPD\EH WUDQVIHUUHG WR WKHFRPSDQ\
DQG YLFH YHUVD $V VDPH SHUVRQV PD\ KDYH GLIIHUHQW RYHUODSSLQJ UROHV LQ IDPLO\ EXVLQHVV LW LV QRW HDV\ WR ILQG
EDODQFHDWWLPHV)RUH[DPSOHDVDSDUHQWLWLVHDV\WRKLUH\RXUIDPLO\PHPEHUDOWKRXJKWKH\ZRXOGQRWEHWKHEHVW
SHUVRQIRUWKHMREDWKDQGRUWUHDWFRPSHWHQWIDPLO\PHPEHUVVWLOODVFKLOGUHQ$QRSSRVLWHH[DPSOHZRXOGEHWKDW
WKH EXVLQHVV WDNHV RYHU WKH IDPLO\ OLIH VR WKHUH LV QR URRP IRU LQWLPDWH IDPLO\ OLIH 7KH FKDUDFWHULVWLFV RI IDPLO\
EXVLQHVVHV FDQ DOVR EH FDWHJRUL]HG LQ WDQJLEOH DQG LQWDQJLEOH FKDUDFWHULVWLFV DV LQ ILJ ZKLFK VKRZV HFRQRPLF
HQGRZPHQW DQG SHUIRUPDQFH RQ WKH WDQJLEOH VLGH ZKLOH PRWLYDWLRQGULYHUV IRU IDPLO\ EXVLQHVVHV DQG VRFLDO
HQGRZPHQWRQWKHLQWDQJLEOHVLGH,QWHUUHODWLRQVKLSVH[SODLQHGLQILJDUHRYHUDUFKLQJFKDUDFWHULVWLFVLQIOXHQFLQJ
DOOWKHRWKHUFKDUDFWHULVWLFVRIIDPLO\EXVLQHVVHVHLWKHUGLUHFWO\RULQGLUHFWO\
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)LJ6SHFLILF&KDUDFWHULVWLFVLQ)DPLO\%XVLQHVVHVDGDSWHGIURP0DQGO
0DQDJHPHQW
x&RPSRVLWLRQRIWHDP
x0DQDJHPHQWH[SHUWLVH
x'HFLVLRQ0DNLQJ3URFHVV
,QWHUUHODWLRQVKLS
x)DPLO\
x%XVLQHVV
x2ZQHUVKLS
0RWLYDWLRQ'ULYHUV
x/RQJ7HUP6XVWDLQDELOLW\
x6XFFHVVLRQ
(FRQRPLF(QGRZPHQW
x&DSLWDO)LQDQFH
x6WDII,VVXHV
x0DUNHW0RQLWRULQJ
x$WWLWXGHWRPDUNHWGHYHORSPHQW
x5LVNEHKDYLRXU
6RFLDO(QGRZPHQW
x3HUVRQDO9DOXHV
x3HUVRQDO(QJDJHPHQW
x6RFLDO5HVSRQVLELOLW\
x1HWZRUNLQJ
3HUIRUPDQFH
x)LQDQFLDO3HUIRUPDQFH
x%XVLQHVV*URZWK
x6XVWDLQDELOLW\
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7KHDUURZVLQILJDUHRQHZD\VKRZLQJWKHVRXUFHRIWKHLQIOXHQFHFKDUDFWHULVWLFH[FHSWRIWKHDUURZEHWZHHQ
0RWLYDWLRQ'ULYHUVDQG ,QWHUUHODWLRQVKLSZKLFK LV WZRZD\EHFDXVHRI WKH LQIOXHQFHVDVHJ IDPLO\EXVLQHVVDQG
RZQHUVKLSDUH OLNHO\ WR LQIOXHQFH WKHVXFFHVVLRQDQGYLFHYHUVD7KHEXVLQHVVVXFFHVVLRQVDQG WKHHIIHFWVRI WKHLU
IDLOXUHV KDYH UHFHQWO\ LQFUHDVHG WKH SRSXODULW\ RI SXEOLF GLVFXVVLRQ UHJDUGLQJ IDPLO\ EXVLQHVVHV :LWKLQ IDPLO\
EXVLQHVVHVWKHUHLVDYHU\VWURQJLQWHUUHODWLRQVKLSEHWZHHQWKHIDPLO\DQGWKHEXVLQHVV7KHIDPLO\LVIRUPDOO\EXW
DOVR LQIRUPDOO\DW WKHFHQWUHRI WKHFRPSDQ\7KLV UHVXOWV LQ WZRVWUXFWXUHVHQFRXQWHULQJHDFKRWKHU QDPHO\ WKH
IDPLO\ DQG WKH EXVLQHVV LQFUHDVLQJ WKH SRWHQWLDO IRU FRQIOLFW ZKLFK DIIHFWV WKH IDPLO\ WKH RZQHUVKLS DQG WKH
EXVLQHVVVSKHUH
)DPLO\EXVLQHVVHVWHQGWRIRFXVRQWKHILUP¶VORQJWHUPVXVWDLQDELOLW\UDWKHUWKDQUHDOL]LQJVKRUWWHUPSURILWVDQG
RQUHDOL]LQJJHQHUDWLRQDOFKDQJHVLQRZQHUVKLSDQGPDQDJHPHQW,QOLQHZLWKWKLVIDPLO\EXVLQHVVHVDUHRQDYHUDJH
ROGHU WKDQQRQIDPLO\EXVLQHVVHV:KHQD ILUPLV WUDQVIHUUHG WR WKHQH[WJHQHUDWLRQ LW LVQRWRQO\ ILQDQFLDODVVHWV
ZKLFK DUH SDVVHG RQ EXW DOVR VRFLDO HQGRZPHQW DQG FXOWXUDO FDSLWDO7KH ODWWHU UHIHUV IRU H[DPSOH WR WKH YDOXH
V\VWHPLHWKHLPSRUWDQFHRIKRQHVW\FUHGLELOLW\PRGHVW\UHVSHFWHWF2QWKHRQHKDQGWKLVKDVOHGWRSDUWLFXODU
HPSKDVLVEHLQJSODFHGRQWKHSHUVRQDOFRPPLWPHQWDQGHQJDJHPHQWRIIDPLO\PHPEHUVZLWKLQWKHHQWHUSULVHDQG
RQWKHRWKHUKDQGRQWKHILUP¶VHQJDJHPHQWLQORFDO&RUSRUDWH6RFLDO5HVSRQVLELOLW\DFWLYLWLHV
$QRWKHU FKDUDFWHULVWLF RI IDPLO\ EXVLQHVVHV SODFHG LQ EHWZHHQ WDQJLEOH DQG LQWDQJLEOH FKDUDFWHULVWLFV LV WKH
GRPLQDQFH RIPDQDJHPHQW IURPZLWKLQ WKH IDPLO\ ,Q WKLV FRQWH[W SDWHUQDOLVP DQG QHSRWLVPIDYRULWLVP DUH DOVR
RIWHQ SUHYDOHQW LQ IDPLO\ ILUPV DV LV WKH H[LVWHQFH RI HPRWLRQDO DQG LQIRUPDO GHFLVLRQ PDNLQJ 7KLV DIIHFWV WKH
³EXVLQHVV FXOWXUH´ RI WKH IDPLO\ EXVLQHVV%DVHV IRU FUHDWLQJ WKH EXVLQHVV FXOWXUH DUH WKHPRUDO YDOXHV%XVLQHVV
FXOWXUH LVGHILQHGDV³WKHVKDUHGYDOXHVLQZKLFKDSDUWLFXODUJURXSRISHRSOHEHOLHYHVZKLFKUHPDLQVWDEOHRYHU
WLPHHYHQLIDWHDPPHPEHUOHDYHV´'HQLVRQHWDO
)RUWKHIDPLO\EXVLQHVVWKHFRQFHSWRIEXVLQHVVFXOWXUHLVPRUHFRPSOLFDWHG7KHFRPSDQ\
VIRXQGHULVDSULPDU\
SHUVRQLILFDWLRQRIWKHEXVLQHVVFXOWXUH%DUQH\%HFDXVHRIWKHGRPLQDQWUROHRIWKHIRXQGHUKLVKHUSHUVRQDO
YDOXHVDQGPRWLYDWLRQVDUHNH\IDFWRUVRI WKHFRQILJXUDWLRQRI WKHEXVLQHVVFXOWXUH7KHEXVLQHVVFXOWXUHGRHVQRW
RQO\H[LVWGXULQJWKHILUVW\HDUVEXWDOVRZKHQWKHFRPPDQGSDVVHVWRWKHQH[WJHQHUDWLRQ'HQLVRQHWDO
7KH GRPLQDQFH RI PDQDJHPHQW DIIHFWV DOVR WKH VWUDWHJLF SODQQLQJ %DVHG RQ UHVHDUFK FRQGXFWHG LQ  LQ
LPSOHPHQWLQJVWUDWHJLFSODQQLQJLQ60(VLQ*UHHFHIDPLO\EXVLQHVVHVDUHODFNLQJLQVWUDWHJLFSODQQLQJDQGXVHRI
PDUNHWLQJ WRROV .RXIRSRXORV HW DO  7KH SHUVRQDO FKDUDFWHU RI DGPLQLVWUDWLRQ WKH ODFN RI H[SHUWLVH LQ
PDUNHWLQJ WKHGLIIHUHQWFXOWXUHVWKDWFRH[LVW LQWKHV\VWHPEXVLQHVVDQGDIIHFW WKHEXVLQHVVFXOWXUH WKHGLIIHUHQW
YLVLRQRIJHQHUDWLRQVLQYROYHGLQWKHDGPLQLVWUDWLRQDQGILQDOO\TXLWHRIWHQWKHGLVWUXVWRIPDQDJHPHQWUHJDUGLQJWKH
XVHIXOQHVVRIWHFKQLTXHVDQGWRROVKDYHDVUHVXOWWKHOLPLWHGDSSOLFDWLRQRUHYHQWKHDEVHQFHRIPRGHUQPDUNHWLQJ
WHFKQLTXHV LQ RSHUDWLRQDO SUDFWLFH7KH IDFW LV WKDWPDUNHWLQJ LV XVHG VSDULQJO\E\ VPDOO IDPLO\EXVLQHVV 6WRNHV

7KHFDSLWDOL]DWLRQRIIDPLO\ILUPVVWHPVPDLQO\IURPIDPLO\IXQGVDQGEDQNORDQV3URILWVDUHRIWHQUHLQYHVWHGLQ
WKHFRPSDQ\DQGWKHRZQHUVDUHPRUHZLOOLQJWRZDLWIRUDUHWXUQRQWKHLULQYHVWPHQW1RQIDPLO\EXVLQHVVHVWDNH
LQJHQHUDOPRUHG\QDPLFDQGXQSUHGLFWDEOHURXWHVULVNVZKLOH)DPLO\EXVLQHVVHV¶JURZWKFRXUVHLVTXLWHVWDEOHDQG
FRQWLQXRXV)DPLO\EXVLQHVVQHWZRUNVVHHPWRIRFXVWKHLUDFWLYLWLHVPDLQO\QHWZRUNLQJLQIRUPDWLRQSURYLVLRQDQG
OREE\LQJRQWKHIDPLO\EXVLQHVVVHFWRU
(YHU\ IDPLO\ KDV LWV RZQ G\QDPLFV DQG OLIH F\FOH %HFDXVH RI VLJQLILFDQW DVVHWV WRJHWKHU IDPLOLHV ZKR RZQ
EXVLQHVVHVKDYHDVSHFLDOQHHGIRUDVKDUHGVHQVHRIZKREHORQJVWRWKHIDPLO\*HUVLFNHWDOGHYHORSHGD
IRXUSKDVHIDPLO\OLIHF\FOHZLWKXQLTXHFKDUDFWHULVWLFVDQGFKDOOHQJHVGHILQHHDFKVWDJHEDVHGRQWKHOLIHKLVWRULHV
RIKXQGUHGVRIIDPLO\EXVLQHVVHV
x 6WDUWXS SKDVH WKH EXVLQHVV LV ODXQFKHG 5HODWLRQVKLSV ZLWK WKH VSRXVH SDUWQHU DQG H[WHQGHG IDPLO\ DUH
HVWDEOLVKHGDQGFKLOGUHQDUHUDLVHG
x 0LGOLIH WUDQVLWLRQPHPEHUV RI WKH \RXQJHU JHQHUDWLRQ JURZXS VHSDUDWH IURPKRPH DQGPDNH LQLWLDO FDUHHU
GHFLVLRQV
x :RUNLQJWRJHWKHUSDUHQWVDQGFKLOGUHQOHDUQWRFROODERUDWHGHYHORSVWUDWHJLHVDQGVROYHFRQIOLFW LQWKHIDPLO\
EXVLQHVV
x 6XFFHVVLRQSDUHQWVGLVHQJDJHIURPWKHEXVLQHVVZKLOHWKHQH[WJHQHUDWLRQWDNHVRYHUIDPLO\OHDGHUVKLS

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)DPLO\%XVLQHVVHVLQ7LPHVRI&ULVLV
(QWUHSUHQHXUVKLSFDQEHFRQVLGHUHGDV WKH UHDOEDFNERQHRI WKH:HVWHUQHFRQRPLHVFUHDWLQJQHHGHGVWUXFWXUHDQG
VWDELOLW\ HVSHFLDOO\ GXULQJ GLIILFXOW HFRQRPLFDO WLPHV ,W KDV EHHQ DUJXHG WKDW ZKHUHDV ELJ FRUSRUDWLRQV WXUQ WR
GRZQVL]LQJDQGFXWRIIVLQKDUGWLPHVWKH60(VDUHRIWHQPRUHSDWLHQWDQGSHUVLVWHQWZLWKWKHLUSUDFWLFDOGD\WRGD\
RSHUDWLRQV DQG RZQHUVKLS VWUXFWXUH 0DQGO  $FFRUGLQJ WR DQ DUWLFOH SXEOLVKHG E\ WKH 3LUDHXV 7UDGHUV
$VVRFLDWLRQWKHIDPLO\EXVLQHVVHVKDYHJUHDWHUUHVLVWDQFHWRZDUGWKHLPSDFWVRI WKHILQDQFLDOFULVHVGXHWR
WKHVSHFLDOIDPLO\WLHVWKDWFDQKHOSWKHPRYHUFRPHSUREOHPVZLWKPLQLPDOORVVHV
$FFRUGLQJ WR D UHVHDUFK FDUULHG RXW LQ *UHHFH 9ODFKDNLV HW DO  IDPLO\ EXVLQHVVHV KDYH LQEXLOW
PHFKDQLVPV WKDW FDQ RSHUDWH LQ FULVLV SHULRGV DQG WKXV FRQWULEXWH WR PHHW WKH EXVLQHVV QHHGV PRUH HIIHFWLYHO\
FRPSDUHGWRDQRQIDPLO\EXVLQHVV6XFKPHFKDQLVPVDUH
x 7KHHFRQRPLFFULVLVFDQEHSHUFHLYHGDV IRUFHGRSSRUWXQLW\IRURUJDQL]DWLRQLQPDQ\IXQFWLRQDODUHDVRI WKH
EXVLQHVV,WFRQYHUWVLQWRDFDXVHRIUHRUJDQL]DWLRQRIEXVLQHVVSODQVDQGKHOSVWKHFRPSDQ\WRDGRSWPRUHIRUPDO
PDQDJHPHQWSURFHGXUHVIRUGHFLVLRQPDNLQJ
x 7KHFRPELQDWLRQRIHPRWLRQZLWKHQWUHSUHQHXUVKLSEULQJVIDPLO\PHPEHUVDURXQGWKHFRPPRQJRDODQGWKURXJK
WKHHIIHFWLYHFRRSHUDWLRQRI WZRVHSDUDWHV\VWHPVRI³IDPLO\´DQG³EXVLQHVV´ WKH\FUHDWHDG\QDPLFJURZWK LQ WKH
PLGGOH RI WKH FULVLV6LPLODUO\ WKH3LUDHXV7UDGHUV$VVRFLDWLRQ  DVVHUWV WKDW WKH IDPLO\EXVLQHVVHV FRPELQH
HPRWLRQ ZLWK HQWUHSUHQHXUVKLS DQG FUHDWH D XQLTXH G\QDPLF GHFLVLRQ SDWWHUQ ZLWK VWURQJ UHVSRQVLELOLW\ (YHU\
IDPLO\EXVLQHVVKDV LQYHVWHG LQ WKH UHODWLRQVKLSEXVLQHVVDQGIDPLO\ZKLFKKHOS WKHPWRFRSHZLWK WKHFULVLVEXW
DOVRKHOSWKHPWRFUHDWHG\QDPLFJURZWKGHVSLWHWKHFULVLV
x 7KHZHLJKW RI WKH IDLOXUH RI D IDPLO\ EXVLQHVV OHDGHU LVPXFK ODUJHU WKDQ WKDW RI DPDQDJHU RI D QRQIDPLO\
EXVLQHVV 7KHUH LV KLJK ULVN WR WKH IDPLO\ SURSHUW\ QHJDWLYH SXEOLFLW\ IRU WKH IDPLO\¶V QDPH DQG WKH VHQVH RI
FDQFHOODWLRQ RI WKH IDPLO\¶V OHJDF\ 7KHUHIRUH UHVSRQVLEOH PDQDJHPHQW LV H[HUFLVHV E\ DGRSWLQJ FRQVWDQW VHOI
FRQWURO DLPLQJ WR DYRLGPDMRU HUURUV6LPLODUO\ WKH3LUDHXV7UDGHUV$VVRFLDWLRQ FRQVLGHUV WKDW LQ WLPHVRI
FULVHVWKHFRQFHSWRIUHVSRQVLEOHPDQDJHPHQWLQ IDPLO\EXVLQHVVHVLVPRUHREYLRXVGXHWRWKH IDFW WKDW LQIDPLO\
EXVLQHVVHV WKHUH LV FRQVWDQW VHOIDVVHVVPHQW DQG VHOIFULWLFLVP DLPLQJ WR GLVFRYHU VKRUWDJHV LQ WKH SURSHUW\ IRU
FRYHUDJHWKURXJKWKHIDPLO\RUIURPWKHPDUNHW
x $QHVVHQWLDOHOHPHQWFRQWULEXWLQJVWURQJO\LQUHVSRQVHWRWKHFULVLVLVDGRSWLQJDOHDQDQGIOH[LEOHEXGJHW:KLOH
WKLV LV REYLRXV IRU QRQIDPLO\ ILUPV IDPLO\ RQHV KDYH WKH DGYDQWDJH RI EHLQJ PRWLYDWHG DQG VXSSRUWHG E\ DOO
PHPEHUVRIWKHIDPLO\ZKRDUHLQYROYHGLQWKHIDPLO\EXVLQHVVWKH\VKDUHDQ[LHWLHVDQGSUREOHPVWKH\DUHZLOOLQJ
WRZRUNORQJGD\VXQGHUGLIILFXOWFRQGLWLRQVDQGRIWHQWKH\DUHOLPLWHGO\UHZDUGHG
:DQJ DQG =KRX  JLYH QHZ HYLGHQFH H[DPLQLQJZKHWKHU IDPLO\ ILUPV DUH EHWWHU SHUIRUPHUV GXULQJ WKH
JOREDOILQDQFLDOFULVLV8VLQJDVHYHUDOGDWDVHWFRYHULQJILUPVIURP868.*HUPDQ\)UDQFHDQG,WDO\GXULQJWKH
SHULRGDFFRUGLQJWRWKHSDSHUEURDGO\GHILQHGIDPLO\ILUPVGRQRWRXWSHUIRUPQRQIDPLO\ILUPVLQWKH
FULVLV +RZHYHU IDPLO\ ILUPV ZLWK IRXQGHU SUHVHQFH DV &(2 D ERDUG PHPEHU RU D VLJQLILFDQW EORFN KROGHU
RXWSHUIRUPE\SHUFHQWUHODWLYHWRQRQIDPLO\ILUPVLQ2SHUDWLQJ5HWXUQRQ$VVHWV252$7RELQ¶V4RIIRXQGHU
ILUPV E\ FRQWUDVW GRHV QRW H[KLELW GLIIHUHQFH:DQJ DQG =KRX  LQWHUSUHWHG WKH DWWHQXDWLRQ RI WKHPDUNHW
YDOXHSUHPLXPRIIRXQGHUILUPVDVWKHUHVXOWRIKLJKYRODWLOLW\RIVWRFNSULFHVDQGLQYHVWRUV¶RYHUUHDFWLRQGXULQJWKH
FULVLV ,Q WKH FULVLV FRPSDUHG ZLWK QRQIDPLO\ ILUPV IRXQGHU ILUPV KDYH OHVV DGPLQLVWUDWLYH FRVW LQFXUUHG OHVV
LQYHVWPHQWDQGEHWWHUDFFHVVWRFUHGLWPDUNHW7KHIRXQGHUILUPVKDYHOHVVLQFHQWLYHWRRYHULQYHVWLQULVN\SURMHFWV
ZLWKKLJK OLNHOLKRRGRI IDLOXUH7KHUHVXOWVVXJJHVW WKDW LQ WKH ILQDQFLDOFULVLV IRXQGHU ILUPVEHDU WKH OHDVWDJHQF\
FRVWDQG7RELQ¶V4LVQRWDJRRGPHDVXUHRIFRUSRUDWHSHUIRUPDQFH=KRX
7RJQLDHWDODQDO\]HGWKHGLIIHUHQFHVEHWZHHQRZQHUVDQGPDQDJHUVRI60(VFRQFHUQLQJSHUFHSWLRQRI
VWUHVVOHYHOVFRSLQJVWUDWHJLHVDQGZRUNYDOXHV7KH\IRXQGWKDWµHQWUHSUHQHXUVDQGPDQDJHUVLQVWDEOHFRPSDQLHV
PDGHXVHRIWKHFULVLVWRUHWKLQNDQGUHGLVFRYHUWKRVHVKDUHGYDOXHVDQGVWUDWHJLHVDOUHDG\H[SHULPHQWHGZLWKLQWKH
SDVW,QWKLVZD\WKH\ZHUHEHWWHUDEOHWRDOOHYLDWHWKHHIIHFWRIWKHFULVLVUHGXFHSHUFHSWLRQRIVWUHVVDQGNHHSMRE
VDWLVIDFWLRQKLJKE\WUDQVIRUPLQJFRSLQJVWUDWHJLHVLQWRZRUNYDOXHVDQGVKDUHGJRDOV¶7KH\DOVRIRXQGWKDWµSHRSOH
ZKRZRUNLQFRPSDQLHVXQGHUJRLQJPDQDJHPHQWFKDQJHSHUFHLYHDKLJKHUOHYHORIVWUHVVDQGORZHUMREVDWLVIDFWLRQ
7KH\XVHDZLGHUUDQJHRIFRSLQJVWUDWHJLHVDQGFKRRVHYDOXHRULHQWDWLRQVUHODWHGWRFKDOOHQJH¶7KH\FRQFOXGHWKDW
µLQDOOFRPSDQLHVFULVLVJHQHUDWHVDQLQWHQVLI\LQJRIUHODWLRQVKLSVEHWZHHQHQWUHSUHQHXUVDQGPDQDJHUVZKLFKWHQGV
WRJLYHYDOXHWRWKHGLIIHUHQFHVDQGOHDGVWRERWKDGHVLUHDQGDQHHGWRUHWKLQNUHODWLRQDOG\QDPLFV¶&RPSDULQJWKH
UHVXOWVRI7RJQLDHWDOUHJDUGLQJVWUHVVOHYHOVDQGFRSLQJVWUDWHJLHVLQ60(VZLWKWKHUHVXOWVRI9ODFKDNLVHW
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DO  UHJDUGLQJ WKH LQEXLOW FRSLQJPHFKDQLVPV LQ IDPLO\ EXVLQHVVHVZH FRQFOXGH WKDW LQ WLPHV RI FULVLV WKH
IDPLO\DQGEXVLQHVVWLHVDUHVWUHQJWKHQZLWKFUHDWLYLW\DQGDVHQVHRIFKDOOHQJHWRZDUGVWKHFULVLV
5HVHDUFK0HWKRGRORJ\
/DWHO\ WKHUH KDV EHHQ D VLJQLILFDQW JURZWK LQ WKH ILHOGRI IDPLO\EXVLQHVV UHVHDUFK &KXD HW DO =DKUD DQG
6KDUPD)DPLO\EXVLQHVVUHVHDUFKKDVEHHQGRPLQDWHGE\SRVLWLYLVWLFDQGTXDQWLWDWLYHUHVHDUFKDSSURDFKHV
HVSHFLDOO\ VXUYH\V 6FKRODUV VXFK DV +HFN HW DO  DQG 6KDUPD  DUJXH WKDW DOWHUQDWLYH UHVHDUFK
DSSURDFKHVDUHOLNHO\WREULQJDGGHGYDOXHWRWKHILHOGGXHWRWKHVSHFLILFFRPSOH[LW\DQGG\QDPLFVXQLTXHWRIDPLO\
EXVLQHVVHV
7KHUHVHDUFKPHWKRGRORJ\LQRXUVWXG\LQFOXGHVDPXOWLPHWKRGDSSURDFKDOVRFDOOHGWULDQJXODWLRQ%UHZHUDQG
+XQWHU  6DZ\HU    LQYROYLQJ WKH XVH RI VHYHUDO GDWD FROOHFWLRQ WHFKQLTXHV LQ D SDUDOOHO VHQVH LQ DQ
RUJDQL]HG PDQQHU LQ RUGHU WR SURYLGH PXOWLSOH GDWD VHWV ZLWK RYHUODSSLQJ LQIRUPDWLRQ UHJDUGLQJ WKH VDPH
SKHQRPHQRQWKHIDPLO\EXVLQHVV
%UHZHU DQG+XQWHU  FRQVLGHU WKDW WKHPXOWLPHWKRG DSSURDFK LV QRW MXVW DQ DJJUHJDWLRQRI VW\OHV EXW DQ
LPSRUWDQW UHVHDUFK PHWKRG WKDW SURYLGH REYLRXV DGYDQWDJHV LQ FRPELQLQJ TXDQWLWDWLYH DQG TXDOLWDWLYH UHVHDUFK
PHWKRGVE\FURVVFKHFNLQJYDOLGLW\RIILQGLQJVDQGRIIHULQJDFFHVVWRGLIIHUHQWOHYHOVRIUHDOLW\$PXOWLSOHPHWKRGRI
GDWD FROOHFWLRQ ILHOGZRUN DQG VXUYH\V LV HVSHFLDOO\ XVHIXO LQ RUGHU WR LQWHJUDWH GLIIHUHQW SHUVSHFWLYHV FKHFN WKH
DFFXUDF\ RI HDFK VHW RI UHVXOWV DQG IRU FRPSDULQJ GDWD IURPGLIIHUHQWPHWKRGV RU WHFKQLTXHV LQ RUGHU WR SURYLGH
RYHUODSSLQJLQIRUPDWLRQ7KLVLQYROYHVFRPSDULQJTXDQWLWDWLYHDQGTXDOLWDWLYHGDWDLQDQLQWHUWZLQHGZD\
7KHOLWHUDWXUHGLIIHUHQWLDWHVEHWZHHQLQWHQVLYHDQGH[WHQVLYHZRUN,QWHQVLYHZRUNH[DPLQHVPDQ\YDULDEOHVLQ
IHZFDVHV2XUDSSURDFKLQFOXGHVWZRVWDJHVVWDUWLQJZLWKDQLQWHUSUHWLYHDSSURDFKZLWKLQWKHEURDGHUXPEUHOODRI
TXDOLWDWLYH PHWKRGV LQWHUYLHZV IRU REWDLQLQJ DQ DXWKHQWLF LQVLJKW LQWR IDPLO\ EXVLQHVVHV 7KXV D PHDQV IRU
H[SORULQJWKHSRLQWVRIYLHZRIWKHUHVHDUFKVXEMHFWLVJDLQHG7KHREMHFWLYHVRIWKLVVWDJHRIGHWDLOHGDQGLQGHSWK
LQWHUSUHWLYHSUHWHVWLQWHUYLHZVDLPWRDULFKHUDQGGHHSHUXQGHUVWDQGLQJRIIDPLO\EXVLQHVVHV7KHIDPLO\EXVLQHVVHV
DUHRIWHQLQWKHOLWHUDWXUHWUHDWHGDVDKRPRJHQRXVVLPLODUJURXSFRPSDUHGWRQRQIDPLO\EXVLQHVVHVEXWLQUHDOLW\
WKHUH DUH DOVR GLIIHUHQW W\SHV RI IDPLO\ EXVLQHVVHV :HVWKHDG DQG +RZRUWK  0RUH FULWLFDO DQG LQGHSWK
LQWHUSUHWLYHDSSURDFKHVFDQKHOS WRJHQHUDWH LQVLJKWVZLWK UHJDUGV WR WKH VSHFLILFFKDOOHQJHVDQGFKDUDFWHULVWLFVRI
GLIIHUHQW IRUPV RI IDPLO\ EXVLQHVVHV 0HOLQ DQG 1RUGTYLVW  %\ XVLQJ VHPLVWUXFWXUHG LQWHUYLHZV WKH
UHVSRQGHQWVDUHDOORZHGWRVD\ZKDWWKH\WKLQNDQGWRGRVRZLWKJUHDWHUULFKQHVVDQGVSRQWDQHLW\WKDQZKHQXVLQJ
RQO\TXDQWLWDWLYHUHVHDUFKDSSURDFKHV7KHRSHQHQGHGTXHVWLRQVZLOOEHXVHGDVDJXLGHWRDOORZWKHGLVFXVVLRQWR
UHIOHFWRSLQLRQV WKDW OHDG WR LVVXHVDQGTXHVWLRQVQRWDOZD\VSURJUDPPHG LQDGYDQFH7KLVZLOOEH LQSDUWLFXODUO\
XVHIXOIRULGHQWLI\LQJFKDUDFWHULVWLFVWKDWPD\EHLPSRUWDQWLQWKHFHUWDLQFRXQWULHVEXWQRWUHSRUWHGLQWKHOLWHUDWXUH
7KHLQWHUYLHZVZLOOEHUHFRUGHGRQWDSHDQGZULWWHQLQDWH[WILOHIRUDQDO\VLV7KHPDLQREMHFWLYHRIRXUVWXG\LVWR
FRPSDUHIDPLO\EXVLQHVVHVLQ)LQODQGDQG*UHHFHLQRUGHUWRILQGVLPLODULWLHVDQGGLIIHUHQFHV
7KHPDLQK\SRWKHVLVLQRXUVWXG\LVWKDWGXHWRFXOWXUDOGLIIHUHQFHVLQWKHWZRFRXQWULHVWKHUHDUHGLIIHUHQFHVLQ
WKH IDPLO\ EXVLQHVVHV LQ IRXU JURXSLQJV LGHQWLILHG LQ WKH OLWHUDWXUH UHYLHZ QDPHO\ VWUDWHJ\ PDQDJHPHQW 
JRYHUQDQFHVXFFHVVLRQDQGFRQIOLFWV
&RPSDULQJ*UHHNDQG)LQQLVK)DPLO\%XVLQHVVHV
)DPLO\EXVLQHVVHV VHHP WRKDYH DQ LPSRUWDQW UROH ERWK LQ*UHHN DQG LQ)LQQLVK HFRQRP\7DEOH VKRZV WKH
VKDUHVRIIDPLO\EXVLQHVVHVERWKLQ*UHHFHDQG)LQODQG'HVSLWHWKHGLIIHUHQFHVLQHFRQRPLFVWUXFWXUHDQGFXOWXUH
ERWKDUHVPDOOFRXQWULHVLQWKHRXWVNLUWVRI(XURSHZLWKDKLJKSHUFHQWDJHRIIDPLO\EXVLQHVVHV*UHHFHUHOLHVRQWKH
VHUYLFH VHFWRUDQG LQSDUWLFXODURQ WRXULVPZKLOVW)LQODQGFRXQWVRQD KLJKO\ LQGXVWULDOL]HGPDQXIDFWXULQJ VHFWRU
DQGLVRQHRIWKHHFRQRPLFDOO\DQGSROLWLFDOO\PRVWVWDEOHFRXQWULHVLQWKHZRUOG&XOWXUDOO\)LQQVDUHNQRZQWREH
KDUGZRUNLQJ ZLWK DQ LQWURYHUWHG QDWXUH DQG GLUHFW FRPPXQLFDWLRQ VW\OH FRPSDUHG WR *UHHNV ZKR DUH PRUH
RXWJRLQJDQGKLJKO\YDOXHSHUVRQDOUHODWLRQVKLSVDQGQHWZRUNV
)URPWDEOHZHFRQFOXGHWKDW*UHHFHLVWKHFRXQWU\LQ(XURSHZLWKWKHKLJKHVWSHUFHQWDJHRIIDPLO\EXVLQHVVHV
.\ULD]RSRXORVDQG6DPDQWD5RXQWL3HUFHQWDJHVEHWZHHQ(200(;DQG$JDSLWRXDQG
7KHRIDQLGHVKDYHEHHQPHQWLRQHG6LPLODUO\ZLWK*UHHFHDOVR)LQODQGKDVDYHU\KLJKSHUFHQWDJHRIIDPLO\
EXVLQHVVHV DQG GHSHQGLQJ RQ GHILQLWLRQ HYHQ SHUFHQWDJHV DV KLJK DV  KDYH EHHQ UHSRUWHG +HLQRQHQ DQG
7RLYRQHQ
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
7DEOH6KDUHVRIIDPLO\EXVLQHVVHVLQ)LQODQGDQG*UHHFH0DQGO
 6KDUHVRIHQWHUSULVHV 6KDUHVRIHPSOR\HHV 6KDUHVRIWXUQRYHU 6RXUFH

),


0RUHWKDQRI
ZRUNIRUFHZLWKLQWKH
SULYDWHVHFWRU
RIDOO
EXVLQHVVHV
.RLUDQHQ
6WHQKROP
), 
FRQVLGHUDWLRQRI
EXVLQHVVRZQHU
RI60(V¶
HPSOR\HHV
RI60(V¶
WXUQRYHU
+HLQRQHQDQG
7RLYRQHQ
*5 
FRQVLGHUDWLRQRI
EXVLQHVVRZQHU
  $JDSLWRXDQG
7KHRIDQLGHV
*5    (200(;

$FFRUGLQJ WR DQ (8 H[SHUW JURXS 6WHQKROP  FDQ  RI DOO )LQQLVK HQWHUSULVHV EH GHILQHG DV IDPLO\
HQWHUSULVHVZKHQRSWLPLVWLFHVWLPDWLRQVDQGDEURDGGHILQLWLRQDUHXVHG7KHIDFWLVWKDWLQERWKFRXQWULHVWKHIDPLO\
EXVLQHVVHVSOD\DQLPSRUWDQWUROHLQWKHHFRQRP\RIWKHFRXQWU\7KHSUHVHQFHRIIDPLO\EXVLQHVVHVKDVEHHQUDWKHU
YLVLEOHGXULQJWKHODVWGHFDGHLQ)LQODQG7KHUROHRIIDPLO\EXVLQHVVHVDVHPSOR\HUVKDVRIWHQEHHQHPSKDVL]HGGXH
WRWKHIDFWWKDWIDPLO\EXVLQHVVHVHPSOR\PRUHWKDQKDOIRIWKHZRUNIRUFHZLWKLQWKHSULYDWHVHFWRUDQGSURGXFH
RI WKH WRWDO WXUQRYHURIDOOEXVLQHVVHV)LQQLVKIDPLO\EXVLQHVVRZQHUVDUHROGHU WKDQ WKHLUFROOHDJXHV LQRWKHU(8
FRXQWULHV,Q)LQODQGWKHVKDUHRI\HDUROGRZQHUVZDVGXULQJ<ULWWlM\\VNDWVDXV
6RPH LQWHUHVWLQJ ILQGLQJV ZHUH UHYHDOHG LQ D 3K' WKHVLV UHJDUGLQJ )LQQLVK IDPLO\ EXVLQHVVHV QDPHO\ WKDW
³)LQQLVKUHVSRQGHQWVGLGQRWVHHPWRYLHZPRQH\DVDQHQGUHVXOWEXWDWRROZLWKZKLFKWRJDLQIUHHWLPHZKLFKFDQ
EHVHHQDVDV\PERORIVXFFHVVDQGWKHUHVXOWRIKDUGZRUN´+RZHYHUWKH)LQQLVKIDPLO\EXVLQHVVPHPEHUVRIWHQ
GHDOWZLWKZRUNUHODWHGPDWWHUVGXULQJWKHLUIUHHWLPH/DDNVRQHQ
,Q )LQODQG WKH SHQVLRQLQJ RI WKH RZQHU KDV EHHQ HVWLPDWHG WR EH VRPHZKHUH EHWZHHQ  SHUVRQV
DQQXDOO\7KHIDPLO\EXVLQHVVVXFFHVVRUVRIWHQKDYHEHHQZRUNLQJLQWKHLUIDPLO\FRPSDQ\RQO\RI
WKHVXFFHVVRUVKDYHZRUNHGLQRWKHUFRPSDQLHVWKDQLQWKHLURZQIDPLO\EXVLQHVV,Q)LQODQGWKHROGRZQHUVVHOGRP
WDONZLWK WKHLUFKLOGUHQQHYHUDQGVRPHWLPHVDERXW WKHLUZLVK WKDWRQHRI WKHFKLOGUHQZRXOG WDNHD
OHDGLQJUROHLQWKHFRPSDQ\DIWHUWKH\KDYHUHWLUHG,QWRWDORI)LQQLVKIDPLO\RZQHUVJLYHWKHIUHHGRPWRWKHLU
FKLOGUHQWRGHFLGHZKHWKHUWKH\ZLOOWDNHRYHUWKHEXVLQHVVDIWHUWKHSDUHQWVZLWKGUDZ9DUDPlNLHWDO
,QLWLDOUHVXOWVIURPLQWHUSUHWLYHLQWHUYLHZV
7KHREMHFWLYHRIWKHSUHWHVWTXDOLWDWLYHVWDJHRIDQDO\VLVZDVWRFDUU\RXWVHYHUDOGHWDLOHGDQGLQGHSWKLQWHUSUHWLYH
LQWHUYLHZV LQRUGHU WRREWDLQDGHHSHUXQGHUVWDQGLQJRI IDPLO\EXVLQHVVHV7KHILUVWVHWRI LQWHUYLHZV LQFOXGHGVL[
LQWHUYLHZV RI IDPLO\ EXVLQHVVHV ZKHUH WKH VXFFHVVRUV ZHUH ,QIRUPDWLRQ 7HFKQRORJ\ VWXGHQWV DQG WKH IDPLO\
EXVLQHVVZDVLQDQRWKHUILHOG$OOILYHIDPLO\FRPSDQLHVZHUHPLFURILUPVZLWKHPSOR\HHV%RWKSDUHQWVDQG
VXFFHVVRUVZHUHLQWHUYLHZHG
7KHFKDOOHQJHVLGHQWLILHGLQWKHVHIDPLO\EXVLQHVVHVZHUHPDLQO\UHODWHGWRWKHSDWHUQDOLVWLFW\SHRIPDQDJHPHQW
DQGWKHGLVWUXVWRIWKHROGHUJHQHUDWLRQLQWKHDELOLWLHVRI WKHVXFFHVVRUWRLQWURGXFHQHZFRQWHPSRUDU\WHFKQRORJ\
ZKLFKZRXOGDGGYDOXHWRWKHEXVLQHVV7KH\RXQJHUJHQHUDWLRQRIVXFFHVVRUVZDVPRUHZLOOLQJWRWDNHULVNVZKLOH
WKHSDUHQWVZHUHPRUHFRQFHUQHGDERXWFRVWLVVXHVDQGEUHDNHYHQSRLQWVRIQHZLQYHVWPHQWV7KLVOHGWRFRQIOLFWLQ
PDQ\ FDVHV+RZHYHU WKH LQWHUYLHZHHV UHFRJQL]HG WKH QHFHVVLW\ WR UHGXFH WKH JDS EHWZHHQ WKH JHQHUDWLRQV 7KH
ROGHU JHQHUDWLRQ DFNQRZOHGJHG WKDW FRQWHPSRUDU\ ,QIRUPDWLRQ DQG &RPPXQLFDWLRQ 7HFKQRORJLHV ,&7V DUH
QHFHVVDU\IRUWKHEXVLQHVVDQGWKHVXFFHVVRUDFNQRZOHGJHGWKHEXVLQHVVH[SHULHQFHRIWKHROGHUJHQHUDWLRQ
7KH ODFN RI D FRPPRQ YLVLRQ DQG ORQJWHUP VWUDWHJ\ VHHPHG WR EH DQ LPSRUWDQW LVVXH LQ WKH *UHHN IDPLO\
EXVLQHVVHV $OO WKH ILYH VXFFHVVRUV KDG VWDUWHG WKHLU VWXGLHV ZLWK D GUHDP RI DQRWKHU IXWXUH WKDQ WDNLQJ RYHU WKH
IDPLO\ EXVLQHVV2Q WKH FRQWUDU\ WKH GUHDP DQGPRWLYDWLRQ RI WKH SDUHQWVZDV WR VDIHW\JXDUG ILQDQFLDOZLVH WKH
IXWXUH RI WKH FKLOGUHQZKRZHUH H[SHFWHG WR WDNH RYHU WKH ILUP LQ WKH IXWXUH 7KH VWXGLHV RI WKHLU FKLOGUHQZHUH
DQWLFLSDWHGDVLPSRUWDQWIRUEULQJLQJQHZNQRZOHGJHLQWRWKHIDPLO\EXVLQHVV7KHILQDQFLDOVLWXDWLRQDQGWKHKLJK
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XQHPSOR\PHQWUDWHVLQ*UHHFHHVSHFLDOO\DPRQJ\RXQJSHRSOHRIILFLDOGDWDVKRZFUHDWHGDµSXVK¶VLWXDWLRQ
ZKHUHWKHVXFFHVVRUVKDGQRRWKHUFKRLFHWKDQFRQWULEXWLQJWRWKHIDPLO\EXVLQHVV
5HJDUGLQJ IDPLO\ WUDGLWLRQ %LUGWKLVWOH  DUWLFXODWHV WKDW KDYLQJ VHOIHPSOR\HG SDUHQWV LQFUHDVH WKH
SURSHQVLW\RIVHOIHPSOR\PHQWDQG+DUULV	*LEVRQWKDWVWXGHQWVZLWKIDPLO\EXVLQHVVH[SHULHQFHKDYHPRUH
GHYHORSHGHQWUHSUHQHXULDODWWLWXGHV,Q*UHHFHLWSURYHGWKDW WKH ILQDQFLDOFULVHV IRUFHGIDPLO\EXVLQHVVHVWREHWWHU
FRSH ZLWK WKH FULVLV WKDQ QRQIDPLO\ EXVLQHVVHV 7KH VXFFHVVRUV ZKR ZRXOG KDYH SUHIHUUHG D FDUHHU RXWVLGH WKH
IDPLO\EXVLQHVVUHWXUQHGWRWKHIDPLO\VKHOWHUZKLFKRIIHUHGQHZHQWUHSUHQHXULDORSSRUWXQLWLHV
,Q D SDUDOOHO ILHOGVWXG\ EDVHG RQ  LQWHUYLHZV ZH LQYHVWLJDWHG WKH EDVLF SUREOHPV RI IDPLO\ EXVLQHVV LQ
*UHHFH$VDJHQHUDOUHVXOWZHFDQPHQWLRQWKDWWKH*UHHNIDPLO\EXVLQHVVIDFHVWKHVDPHSUREOHPVDVWKHIDPLO\
EXVLQHVVHV LQ RWKHU FRXQWULHV PRUHRYHU IDFHV VRPH SDUWLFXODU SUREOHPV GXH WR VRFLRHFRQRPLF V\VWHP RI WKH
FRXQWU\6WUDWHJLFSODQVGRQRWH[LVWDVZULWWHQSODQV,QJHQHUDOWKHUHLVODFNRIPHWKRGLFDODSSOLFDWLRQRIPHDVXUHV
EDVHGRQDVSHFLILFSODQ,PSRUWDQWVWUDWHJLFGHFLVLRQVDUHWDNHQDWDUDWHJUHDWHUWKDQE\WKHFRPSDQ\IRXQGHU
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7KHFRQWLQXRXVLQWHUDFWLRQEHWZHHQWKHVXEV\VWHPVEXVLQHVVDQGIDPLO\FDXVHVFRQIOLFWV0DLQFDXVHVIRUWKH
FRQIOLFWV DUH WKHJDSEHWZHHQJHQHUDWLRQV WKH OHYHORIZDJHVXQFOHDU UHVSRQVLELOLWLHV$XWKRULWDULDQ0DQDJHPHQW
VW\OH DSSOLHG E\ IRXQGHU DQG ILQDOO\ LQYROYHPHQW RI WKH SDUHQWV LQ WKH EXVLQHVV LQ FDVHV ZKHQ WKH VXFFHVVLRQ LV
DOUHDG\FRPSOHWHG
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 KDYH D VXFFHVVLRQ SODQ 7KH KLJK GHJUHH RI
SUHSDUDWLRQ IRU VXFFHVVLRQ FDQ EH DWWULEXWHG WR WKH XQFHUWDLQ ZRUNLQJ HQYLURQPHQW DQG WKH KLJK 8QFHUWDLQW\
$YRLGDQFH LQGH[ 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x 7KHXQVWDEOHWD[V\VWHP
x 7KHIRXQGHUVRIIDPLO\ILUPVDUHVHOIFUHDWHGHQWUHSUHQHXUVWKH\IRXQGHGWKHLURZQEXVLQHVVWRVHFXUHZRUNIRU
WKHPVHOYHV DQG IRU WKH PHPEHUV RI WKHLU IDPLO\ DQG WKH\ RSHUDWH PRUH XQGHU FRQGLWLRQV RI ³QHFHVVLW\  SXVK
HQWUHSUHQHXUVKLS´DQGOHVVRI³RSSRUWXQLW\SXOOHQWUHSUHQHXUVKLS´
x 7KHORZOHYHOLQH[WUDYHUVLRQGXHWRWKHVPDOOFRPSDQ\¶VVL]HWKHORZNQRZOHGJHRIXVLQJPDUNHWLQJWRROVWKH
ORZDYDLODEOHIXQGV
&RQFOXVLRQDQGIXUWKHU:RUN
,QWKLVSDSHUZHGLVFXVVHGWKHPDLQFKDUDFWHULVWLFVRIIDPLO\EXVLQHVVHVFRPSDUHGWRQRQIDPLO\EXVLQHVVDQG
WKH IDPLO\EXVLQHVVRZQHUVKLS GLOHPPD:H GHVFULEHG WKH FURVVFXOWXUDO VWXG\ WKDW FXUUHQWO\ LV XQGHUWDNHQ WDNHQ
UHJDUGLQJDFRPSDULVRQRIIDPLO\EXVLQHVVHVLQ)LQODQGDQGLQ*UHHFH
7KLV SDSHU FRQFHQWUDWHG RQ XQLTXH FKDUDFWHULVWLFV RI IDPLO\ EXVLQHVVHV LQ ERWK FRXQWULHV DQG WKH RQ
FKDUDFWHULVWLFV LQ WLPHVRI FULVHV7KHTXDOLWDWLYH UHVXOWV IURP*UHHN IDPLO\EXVLQHVVHV LQ*UHHFH VKRZHG WKDW
IDPLO\EXVLQHVVHVSHUIRUPEHWWHUWKDQQRQIDPLO\EXVLQHVVHVGXULQJWKHJOREDOILQDQFLDOFULVLVGXHWRLQEXLOWFRSLQJ
PHFKDQLVPV7KHVHHDUO\ UHVXOWV DUH OLNHO\ WREHRI LQWHUHVW LQRWKHUXQVWDEOHHQWUHSUHQHXULDO HQYLURQPHQWVDQG WR
SOD\DQLPSRUWDQWUROHLQRWKHUFRXQWULHVWKDWDUHLQIOXHQFHGE\WKHHFRQRPLFFULVHV+RZHYHUWKLVLVVXHGHVHUYHD
EURDGHUDQDO\VLVLQGLIIHUHQWFRQWH[WV)LQDOO\ZHFRQFOXGHGZLWKVRPHHDUO\UHVXOWVIURPLQWHUYLHZVFDUULHGRXWLQ
ERWK FRXQWULHV ZKLFK JDYH VWURQJ LQGLFDWLRQV DERXW WKH FRUUHFWQHVV RI RXU PDLQ K\SRWKHVLV QDPHO\ WKDW GXH WR
FXOWXUDOGLIIHUHQFHVLQWKHWZRFRXQWULHVWKHUHDUHGLIIHUHQFHVLQWKHIDPLO\EXVLQHVVHVLQIRXUJURXSLQJVLGHQWLILHGLQ
WKHOLWHUDWXUHUHYLHZQDPHO\VWUDWHJ\PDQDJHPHQWJRYHUQDQFHVXFFHVVLRQDQGFRQIOLFWV
)XUWKHUZRUNZLOO LQFOXGH D TXDQWLWDWLYH VWXG\RI WKH UHVHDUFKSDUDPHWHUV E\ VHQGLQJTXHVWLRQQDLUHV WR IDPLO\
EXVLQHVVHVLQERWKFRXQWULHV7KH)$0%86SURMHFWUHFRJQLVHVWKHLPSRUWDQFHRIIDPLO\EXVLQHVVHVLQWKH*UHHNDQG
)LQQLVKHFRQRP\DQGWKHQHHGIRULQGHSWKUHVHDUFKDERXWWKHG\QDPLFVRIIDPLO\EXVLQHVVHV WKHGLIILFXOWLHVWKH\
IDFH VWUDWHJ\ VXFFHVVLRQ LQWHUQDO FRQIOLFWV HWF DQG IDFWRUV LQIOXHQFLQJ WKHLU VXUYLYDO HQGXUDQFH DQG
VXVWDLQDELOLW\)XWXUHZRUNDLPVWRGHYHORSDPRGHOIRUVHOIWKHUDS\GLDJQRVWLFV±WKHUDS\PRGHUQL]DWLRQDGRSWLRQ
WRHQYLURQPHQWWRJOREDOL]DWLRQHWFLQFOXGLQJDQHOHFWURQLFWRROWREHXVHGE\IDPLO\EXVLQHVVHVIRULGHQWLILFDWLRQ
RISRWHQWLDOSUREOHPDUHDVDQGSRWHQWLDODFWLYLWLHVIRUWKHLUVROXWLRQV
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